BALLPARK AND REDEVELOPMENT PROJECT
IMPLEMENTATION AGREEMENT

WHEREAS, on November 3, 1998, the eectorate of the City of San Diego [City] approved
Ordinance No. O-18613 [Ordinance] which authorized the City to enter into a Memorandum of
Understanding [MOU] with Padres L.P. [Padres], the Redevelopment Agency of the City of San
Diego [Agency], and the Centre City Development Corporation [CCDC] Concerning a Balpark
Didtrict, Congtruction of a Basebal Park, and a Redevelopment Project within the Centre City East
(East Village) Redevelopment Didtrict of the Expansion Sub Area of the Centre City Redevelopment
Project; and

WHEREAS, the Ordinance provided that it was the intent of the eectorate that the Ordinance
and the MOU condtitute the legidative acts establishing policy for the City on those matters, and
provided for the ways and means for the implementation of that policy by such adminigtrative and non-
legidative acts as may be necessary and gppropriate to carry out the purpose and intent of the
Ordinance; and

WHEREAS, the MOU has been executed by al parties thereto; and

WHEREAS, it is now fitting to consder such actions as may be necessary and appropriate to

implement the purpose and intent of the Ordinance and MOU; and



WHEREAS, in accordance with Section XXXI1X of the MOU, the City, the Agency, CCDC
and Padres [collectively “Parties’] have agreed to address certain matters related to: 1) Infrastructure
improvements, 2) Land Acquisition Cogts; 3) the City's parking obligations, 4) certain costs of
environmenta remediation; and 4) other related matters;, and

WHEREAS, this Bdlpark and Redeve opment Project Implementation Agreement
[Agreement] addresses certain financia respongbilities with respect to Infrastructure and Land
Acquisition Costs, provides for additiona funding on the part of the Padres and the Agency (acting
through CCDC); and resolves certain other matters; and

WHEREAS, nothing herein modifies the $225 million cap on the City’ sinvestment in the
Project specified in Section XV of the MOU, or causes or obligates the City to spend any fundsin
excess of that cap; and

WHEREAS, this Agreement is fully congstent with the MOU, and, as provided in Section
XXXVIII of the MOU does not materialy: 1) decrease the rights or increase the obligations of the
City; 2) increase the financid commitments of the City; or 3) decrease revenue to the City; NOW,
THEREFORE,

The Parties agree asfollows:
l. Definitions.
In addition to any definitions set forth herein, capitdized terms have the same meaning as given

to them in the MOU.



. Effective Dateand Term.
This Agreement shall be effective upon execution by al the Parties, which dateis

, 2000, and shdl bein effect for aslong asthe MOU is effective.

[11.  Land Acquisition and Infrastructure Cogts, Additional Parking.

A. To address issues related to current and projected land values in the East
Village, the Padres agree to increase their financid obligations with respect to certain Infrastructure and
other congtruction cogts, enabling the City and Agency, acting through CCDC, to redlocate funds from
their respective infrastructure programs to Land Acquisition Cogts in order to pay for possible increases
in Land Acquisgition Cogts for the Bdlpark Project. In addition, the City has not yet identified 1000
revenue controlled parking spaces (out of atotal of 5000 revenue controlled parking spaces required in
Attachment B-2 to the MOU) to be made available to the Padres during Padres Games and Events, as
st forth in Section X of the MOU. The City’ s obligation to provide these additiona 1,000 revenue
controlled parking spaces will be discharged by the Agency and CCDC reassigning certain rights and
respong bilities with respect to the R-7 parcd in the Bdlpark Didtrict, immediately adjacent to the
Bdlpark and currently designated for parking.

B. To that end, and regardless of the current estimated costs, the Padres agree to
pay al hard and soft costs for the design, development and construction of the parking structuresto be
built on both the P-1 and R-7 parcels [P-1 Parcel and R-7 Parcel, respectively] in the Ballpark District
a atota estimated cost of $22.3 million as currently estimated by the City and CCDC, thusrelieving
the City from itsfinancia obligation with respect to construction of the P-1 parking structure. The City

shdl acquire, or cause to be acquired, the P-1 Parcd (the cost of which isincluded in the Land



Acquisition Estimate), as previoudy agreed and set forth in the MOU. The Agency/CCDC shall
acquire the R-7 Parcd, asthey previoudy determined to do pursuant to the Downtown Parking
Program (which is not part of the Parties MOU obligations). The Padres commit to design, develop,
congtruct and operate those parking structures as public parking facilities. The Padres agree with
CCDC to operate the R-7 parking structure as a public parking facility in a non-discriminatory manner
with respect to the businesses and neighborhoods being served by that structure. The Padres dso
agree that on dl days on which the R-7 parking structure is operating it will be open for dl public
purposes on afirst comeffirat serve basis, except for up to 200 spaces that may be reserved by the
Padres for specid purposes including use by the disabled. Subject to the Padres compliance with
goplicable legd requirements and CCDC palicies, the Agency, CCDC and the City will support
gppropriate entitlements for additiond retail and/or resdentid development for the P-1 and R-7
Parcels. The Padres may be permitted to transfer density between the P-1 and R-7 Parcels as dlowed
by law and within the rules and regulations of the Agency and CCDC. The Padres shdl build a parking
structure on R-7 with at least 1230 spaces (which includes 230 parking spaces for the Westin Hotdl).
The Agency/CCDC shdll in good faith consider and process the Padres' request to construct, &t the
Padres sole cost and expense, a pedestrian bridge from the R-7 parking structure to the Ballpark,
which request the Padres acknowledge is subject to compliance with dl gpplicable legd requirements
and CCDC policies. The City agrees that the funds previoudy identified in the Infrastructure budget for
the design and congtruction of the P-1 parking facility ($10.3 million) shal be made available for Land

Acquistion Cogis.



C. The Padres agree to enter into ground leases [Lease or Leases, collectively]
with the City and Agency/CCDC for the P-1 and R-7 Parcels, respectively. The Leases will provide
that the Padres shall pay to the City the guaranteed sum of $300,000 per year for the P-1 Parcd, and
the Padres shdl pay to the Agency/CCDC the guaranteed sum of $1.5 million per year for the R-7
Parcel. Each of these Lease payments shall be increased every five yearsby 5%. These Lease
payments to the City and Agency/CCDC are in addition to the Padres other obligations under the
MOU. From its guaranteed payment, the City will deposit $250,000 annualy to the Capitd
Expenditure Reserve Fund as required in Section X XI1, Paragraph G of the MOU, adjusted every 5
yearsfor increasesin C.P.l. in accordance with that section of the MOU. The term of the Leases shdl
be co-extensve with the term of the Joint Use and Management Agreement for the Ballpark (a
maximum of 40 years). The Lease for the R-7 Parcd shdl commence and shdl provide that the rent
shdl be paid commencing on the later to occur of January 1, 2001; the date on which the Padres
acquire the leasehold interest in the R-7 Parcel; or the date on which the City receives bond proceeds
from itsfinancing for the Project. The Lease payments on the R-7 Parcd shal be made quarterly in
advance and shal commence on the rental commencement date. The Lease for the P-1 Parcel shall
provide that the rent shal be paid commencing on the date that the P-1 parking structure is open for
business but no later than the Balpark Opening Date. However, if the Joint Use and Management
Agreement is terminated for any reason, the Leases shdl terminate concurrently and the parking
structures will revert to and become the property of the City (P-1) and Agency/CCDC (R-7),
respectively. The City, Agency and CCDC agree to use their good faith efforts to cooperate with the

Padresin their efforts to obtain congtruction and permanent financing for the development and



congtruction of the parking structures. The City, Agency, and CCDC agree to provide the Padres with
aright of firs refusa if the City, Agency, or CCDC eect to sdl ether or both of the P-1 or R-7
Parces. Nothing in this Agreement shdl be interpreted to modify the terms, rights or obligations of the
parties to the Digposition and Development Agreement concerning the Westin Hotel [DDA]; provided,
however, that, subject to the consent of IMI/Burnham, the Padres hereby agree to assume the
responsibilities and obligations of the Agency and CCDC under the DDA and to indemnify and hold the
Agency and CCDC harmless from and againgt any liability, damage or expense for breach of any such
respongbility or obligation. The operation of the P-1 and R-7 parking facilities by the Padres may
Ccreate possessory interests subject to taxation pursuant to state law. The City, Agency, and CCDC
shdl not be obligated to pay such taxes, if assessed, which payment shdl be the sole obligation of the
Padres. The Padres shall adso be solely responsible for any rea property taxes assessed on the
improvements to the P-1 and R-7 Parcels.

D. In congderation of the foregoing agreements with respect to the additiona
$18.1 million in Land Acquisition Cods, infrastructure and parking facilities; the congtruction of 1230
parking spaces on the R-7 Parcdl; the additiona residentid and retail development rights on the R-7
and P-1 Parcds, the Agency’ s and CCDC's commitment of additiona funds for Land Acquisition
Costs, and other agreements as st forth in this Agreement, and on the condition that the City otherwise
satisfies its obligations to provide Bdlpark parking as set forth in the MOU, the Padres acknowledge
that the City has met and fully discharged its parking obligations as set forth in the MOU.

E The Agency and CCDC shdl be responsible for Land Acquisition Costs above

$92.2 million, up to amaximum of the current etimate of $100 million. In the event that Land



Acquisition Costs for the Balpark Project are less than the current etimate of $100 million, the
difference, if any, between $100 million and the amount actualy spent on Land Acquistion Costs shall
be dlocated by the City, Agency or CCDC, as appropriate, to Infrastructure in the Ballpark Didtrict,
which may include, subject to CCDC review and approva, the congtruction of a pedestrian bridge
across Harbor Drive to the Convention Center in alocation reasonably acceptable to the Padres.
Subject to the Padres: compliance with gpplicable legd requirements, the Padres shdl have the right to
apply for appropriate entitlements for retall development on or associated with the pedestrian bridge.

F. The Padres shall be solely responsible for Land Acquisition Costs above $100
million up to amaximum Land Acquisition Costs of $110 million. If necessary, the Padres agree to pay
50%, and the Agency/CCDC agree to pay 50% of additiona Land Acquisition Costsin excess of
$110 million up to amaximum Land Acguisition Cogts of $130 million. Notwithstanding payment by
the Padres of any portion of Land Acquisition Costs in excess of $100 million, the Padres agree that
they shdl have no ownership interest in the land required for the Balpark Project, except for the land
underlying the Outfidd Park Retail Parcels.

G. To assist the Padres with their obligation for potential excess land codts, upon
completion of the Bdlpark the City, Agency and CCDC shall cooperatively endeavor with the Padres
to maximize proceeds from bonds secured by possessory interest taxes paid in connection with the
Padres’ use and occupancy of the Ballpark, as provided for in Section XVI1I of the MOU. Such
proceeds could be maximized if the bonds could be structured as “tax-exempt” under applicable state
and federd law. The Agency and CCDC shdl congder structuring dternatives proposed by the

Padres that include reduced debt service coverage, growth in possessory interest taxes, and other



concepts designed to maximize the Padres net financing proceeds. The Padres shdl bear dl risk that
such bonds may not be tax-exempt, and the inability of such bonds to be Structured as tax-exempt or
sold through ordinary public or private placement shall not affect the Padres obligation to pay Land
Acquisition Cogts as st forth in this Agreement.

H. The Parties agree to use their best good faith efforts to identify and procure an
insurance policy to cover Land Acquisition Codts, if any, above $100 million. The Padres and the
Agency/CCDC agree to each pay 50% of the premium cost for such insurance protection, up to an
agreed amount of coverage, if available on commercialy reasonable terms and coverage conditions,
and at commercidly reasonable rates. Notwithstanding the foregoing, if the Padres receive proceeds
from atax-exempt financing pursuant to a structuring adternative proposed by the Padres as
contemplated by Article I11.G hereof, the Padres shdl pay 100% of the premium cost for such
insurance protection and shdl promptly remburse the Agency/CCDC for any amounts previoudy pad
therefore by the Agency/CCDC.

l. To the extent financidly feasible as sat forth in Section XVII1 of the MOU, the
Agency and CCDC agree, following completion of P-1 congtruction, to provide a mechanism for the
Padres to capitaize any possessory interest or property taxes paid on the P-1 parking structure.
Notwithstanding the foregoing, the current and projected financid obligations of the Agency and
CCDC as of the date hereof (including but not limited to their share of Land Acquisition Codts, if any)
shdl have priority over the capitalization of Padres property or possessory interest taxes.

J As st forth in this Agreement, the process of land acquigtion for the Project

has become a collaborative process, with each Party bearing sgnificant financia responsbility in that



process. The Parties will cooperate in good faith with each other in that process, and shall meet and
confer regularly regarding al aspects of the land acquisition processincluding but not limited to selection
of appraisers, gpprova of purchase and sde contracts, determinations as to litigation strategy, and
goprova of any settlement or compromise of threatened or pending condemnation actions. If, after
good faith consultation, the Parties are unable to reach concurrence on any matter, such matter shall be
referred promptly to an Executive Resolution Committee conssting of the Mayor of the City and the
Chief Executive Officer of the Padres, or their respective designees. If the Committee is unable to
resolve the disagreement, the Parties agree that the Agency shdl have the ultimate decison making
authority. The Parties shal make available to each other dl information relaing to land acquigtion for
the Project, provided that the City, CCDC and the Agency will make available to the Padres and their
consultants such information in such a manner as best calculated to preserve confidentidity under lega
doctrines applicable to joint defense and prosecution of condemnation or other land acquisition
litigation.

V. Infrastructure Program and Budget Management.

A. Sewer Capacity Charges. The Parties previoudy entered into a settlement
agreement with the Environmental Hedlth Codition. That settlement agreement provides that certain
periodic wash downs of the Bdlpark shdl be diverted avay from storm drains and into the sewer
system to preserve water qudity in San Diego Bay. The diverson requires the payment of aone-time
capacity charge, pursuant to Municipal Code section 64.0410, for the connection to the sewer system
(estimated by the City to be $1.3 million), which the MOU did not contemplate. The Padres shdl pay

50% and the Agency/CCDC shall pay 50% of such additiona capacity charge. The Padres agreeto



perform Balpark cleaning and washing down during non-pesak runoff periods, when such runoff can
more easly be accommodated by existing City facilities. The Parties shal work cooperatively to
minimize such charge.

B. Abandoned Utilities.  To clarify the MOU’ s requirements with respect to
ddivery of land, the Agency and CCDC shdl pay for the cost of removing abandoned utilities as
reasonably required to condruct the Balpark Project (but not including any parking facilities). The
Padres agree to use its reasonable efforts to minimize the need for such removal.

C. Infrastructure Program. In accordance with Section XI of the MOU, the City
regffirms its respongbility for the cost of completing the current scope of work in the
Infrastructure program through the infrastructure contractor selected by the City. If Infrastructure costs
exceed the budget and contingency amounts provided in the Infrastructure Budget and program, which
has been approved by the Padres, the Padres shal pay up to $500,000 in additiona Infrastructure
costs, if any such additiond cogts are incurred, prior to the gpplication of any funds that may become
available for Infrastructure pursuant to Article I11.E hereof. The Padres assume responsbility for
additiond codts, if any, resulting from new, specific increasesin the scope of work, if unilateraly
requested by the Padres. The Agency acting in collaboration with CCDC will assume respongibility for
additiond codts, if any, resulting from new, specific increasesin the scope of work, if unilateraly
requested by the City, the Agency or CCDC.

D. Infrastructure Budget Management. In order to achieve economies and full
participation by dl Parties, the Parties shdl meet and confer in good faith regularly regarding decisions
as to the scope and qudity level of dl infrastructure improvements, the schedule and contracts for

10



designing and constructing improvements, and any changesin the amount of the Infrastructure Budget.
No party shdl have the ahility or right unilaterally to add or delete costs, change the extent of the scope,
or change the levd of quality of improvements from that contemplated in the MOU and currently
memoridized in the Infrastructure program. If the Parties disagree on any issue rlating to the
Infrastructure program, the matter shall be referred to the Executive Resolution Committee as set forth
in paragraph 111.J, aove, provided that the City and Agency shdl have find decison making authority
regarding the management of the Infrastructure Budget and any related contracts.

V. Remediation and Hazardous M aterials.

Conggent with the exercise of its powers of eminent domain as authorized by law, the Agency
and CCDC have identified known environmenta hazards on the land to be acquired for the Ballpark
Project. The codts of remediation for these known environmenta hazards is accounted for in the land
acquigition process, through the application of sate law, and partly in the Infrastructure Budget. The
MOU does not address, however, which Party shdl be responsible for remediation of unknown
environmentd hazardsin the land to be acquired for the Ballpark Project. To protect againgt financid
respongbilities for such unknown or unforeseen environmenta remediation, the Agency and CCDC as
owners or possessors shall pay 100% of the premium for a comprehensive insurance policy to cover
unknown environmentd risks or hazardous materias arisng from sub-surface conditions discovered
during construction of the Bdlpark Project. The Padres shdl pay 50% (up to a maximum of $250,000)
of any applicable deductible for each occurrence under such insurance policy, and the Agency and
CCDC shdl pay the baance of any such deductible. The City, Agency and CCDC acknowledge,

assuming performance by Padres hereunder, that the Padres are released from any further obligation
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with respect to environmenta remediation and hazardous materids costs that may arise in connection
with land acquigtion for the Ballpark Project, except costs arising solely as aresult of the actions of the
Padres, its agents or employees; or as st forth in the Design-Build Procurement Consultant Agreement
and the Joint Use and Management Agreement.

VI.  Sempraland Acquigtion.

The Padres agree that it shal be the responsibility of the Padres and its Master Developer to
obtain the necessary access to the Sempra Service Building property, and the P-5 Parcel if necessary,
such that congtruction of the Balpark Project may commence on the schedule agreed to by the Parties.

The Parties agree that the preferable method to obtain and pass title to the Sempraland
necessary to congruct the Ballpark and certain parking facilitiesis for an assgnment to the City of the
option to purchase such property at the closing of the City’ s financing transaction. If such assgnment
cannot be accomplished, the Padres agree that it shall be the responsibility of the Padres and its Master
Developer to provide dl funds necessary to complete al or any portion of the Sempraland acquisition,
or to amend the existing Sempra contract, if required prior to receipt by the City of proceeds from its
financing. If purchased, the Padres or its Master Developer shdl carry such land until the City has
obtained its permanent financing, a which time it shal be sold to the City at the acquigtion priceon a
lot-by-lot basis plus reasonable carrying costs as agreed to by the Parties, but not including any
overhead or other such alocable soft costs.

VIl. Extenson of MOU Term and Termination.

Section 111 of the MOU provides that the MOU shdl be effective until March 31, 2000, unless

al the conditions subsequent set forth in Section XX XI11 of the MOU have been satisfied, in which
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case the MOU shdl continue in force and effect for the same term as any lease or other agreement
between the City and the Padres for the use and occupancy of the Balpark. The City maintains that
the ability of the conditions subsequent set forth in Section XXXI11 of the MOU to be satisfied has been
ddlayed due to the effect of one or more Force Mgeure Events, as st forth in the MOU, including
without limitation pending litigation. The Parties further recognize that despite delays, or other
circumstances, the Parties have continued to move forward in good faith in efforts to implement the
MOU as authorized and directed by the electorate, but that al conditions subsequent may not be
satisfied by March 31, 2000. In order to recognize the effect of the delays mentioned above, the
Parties agree that the termination date of the MOU shall be extended to September 30, 2000. This
extengon is made without waiving the position of any Party with regard to the existence or effect of any
Force Mgeure Event, and without waiving any right or obligation of any Party pursuant to the MOU.
The Parties further agree to meet and confer regularly regarding the then currently estimated
Land Acquisition Codts. |If the then currently estimated Land Acquisition Costs exceed $130 miillion, as
determined through the collaborative land acquisition process set forth in paragraph [V.J of this
Agreament, the Parties may, prior to the City obtaining its permanent financing: 1) by mutua consent
terminate the MOU and any related agreements;, or 2) if amutudly acceptable agreement for the
payment of such cogtsis not reached between the Parties, any Party may terminate its obligations under
the MOU and any related agreement. In such event, the disposition of funds and assets, and any
goplicable reambursement, shdl be governed by the terms of the MOU or any related agreement.
Following the City obtaining its permanent financing, the MOU and any reated agreements may be

terminated only pursuant to their provisons.
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By:

By:

PADRESL.P.

Lawrence Lucchino
Presdent & Chief Executive Officer

REDEVELOPMENT AGENCY OF THE
CITY OF SAN DIEGO

Miched T. Uberuaga
Executive Director

CITY OF SAN DIEGO

By:

Miched T. Uberuaga
City Manager

CENTRE CITY DEVELOPMENT
CORPORATION

By:

Peter HAll
President

| HEREBY APPROVE the form and legdity of the foregoing Agreement this day of

, 2000.

CASEY GWINN, City Attorney

By:
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Ledie J. Girard
Assgant City Attorney



